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SUBJECT: COUNTERVAILING DUTIES ON COTTON YARN 
REF: BRASILIA 10466, DECEMBER 22, 1976 

1 . FOLLOWING IS LETTER FROM TREASURY SECRETARY SIMON 
TO FINANCE MINISTER SIMONSEN IN RESPONSE TO SIMONSEN 
LETTER TRANSMITTED BY REFTEL. SIMON LETTER IS DATED 
JANUARY 13, 1977. ORIGINAL IS BEING POUCHED. TEXT 
FOLLOWS: 

DEAR MARIO: 

I HAVE RECEIVED YOUR LETTER, TRANSMITTED TO ME BY CABLE 
OF DECEM0ER 22, 1976, REGARDING THE COUNTERVAILING DUTY 
INVESTIGATION OF COTTON YARN FROM BRAZIL AND THE POSSI 
BILITY OF A WAIVER IN THIS CASE. WE ARE NOW IN THE 
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PROCESS OF EVALUATING THE DATA ON THE LEVEL OF TAX 
INCENTIVES BEING UTILIZED BY THE BRAZILIAN COTTON YARN 
EXPORTERS. I NOTE THAT THIS DATA HAS ONLY BEEN RECEIVED 
WITHIN THE PAST SEVERAL WEEKS, AND THAT OUR PRELIMINARY 
ANALYSIS INDICATED THE EXISTENCE OF BOUNTIES OR GRANTS 
IN THE 16 PERCENT - 20 PERCENT RANGE. 
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AS YOU ARE AWARE A FINAL DETERMINATION IS NOT REQUIRED 
IN THIS INVESTIGATION UNTIL MARCH 9. GIVEN THE NEED FOR 
US TO CONSULT WITH APPROPRIATE AGENCIES OF THE U.S. 
GOVERNMENT, THE AFFECTED U.S. INDUSTRY. AND APPROPRIATE 
MEMBERS OF THE CONGRESS BEFORE DETERMINING WHETHER 
THE WAIVER CRITERIA HAVE BEEN MET, AND IN VIEW OF THE 
FACT THAT WE HAVE NOT YET COMPLETED OUR ANALYSIS OF ALL 
THE DATA SUBMITTED IN SUPPORT OF AND IN OPPOSITION TO 
THE WAIVER, I WILL NOT BE IN A POSITION TO MAKE A 
DECISION ON THIS MATTER IN THE NEXT FEW DAYS. THE 
TREASURY DEPARTMENT WILL CONTINUE TO CONSIDER YOUR 
REQUEST AND YOU CAN EXPECT A SUBSTANTIVE RESPONSE IN 
THE NEAR FUTURE. 

WITH EVERY BEST WISH FOR THE NEW YEAR, 

SINCERELY YOURS, 

(SIGNED BILL) 

WILLIAM E. SIMON 

2. EMBASSY SHOULD POINT OUT TO GOB THAT WHILE SIMON 
FELT HE COULD NOT GRANT WAIVER GIVEN TIME FACTOR AND 
NECESSITY OF FULLY CONSULTING WITH INTERESTED PARTIES, 
CONGRESS, ETC., THE ISSUE WILL BE BROUGHT TO THE 
ATTENTION OF SECRETARY-DESIGNATE BLUMENTHAL WHEN FINAL 
DETERMINATION IS CONSIDERED. 

LIMITED OFFICIAL USE 

LIMITED OFFICIAL USE 

PAGE 03 STATE 012849 

3. FYI ONLY - INITIAL TREASURY SOUNDINGS SHOW STRONG 
OPPOSITION BY INTERESTED INDUSTRY AND CONGRESSIONAL 
SOURCES REGARDING WAIVER. PRELIMINARY REACTIONS OF 
SOME EXECUTIVE BRANCH AGENCIES WERE ALSO NEGATIVE RE 
POSSIBILITY OF WAIVER BASED SOLELY ON PRESENT 

U.S. -BRAZILIAN TEXTILE AGREEMENT. 

NOTWITHSTANDING THIS, WE ARE WILLING TO PURSUE THE 

WAIVER POSSIBILITY WITH THE GOB IF IT IS INTERESTED. 

HOWEVER, IN LIGHT OF THE ABOVE OPPOSITION, GOB WOULD 
HAVE TO CONSIDER SOME OTHER STEPS, FOR INSTANCE, A 
SUBSTANTIAL REDUCTION IN THE PRESENT SUBSIDIES, IF 
WAIVER IS TO BE GRANTED. PRELIMINARY ANALYSIS SHOWS 
WEIGHTED AVERAGE SUBSIDY OF OVER 18 PERCENT ON THIS 
PRODUCT. END FYI ONLY. 

4. WE WILL COMMUNICATE FURTHER WITH THE GOB ON THIS 
MATTER AS THE TIME FOR THE FINAL DETERMINATION GROWS NEAR. 
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